$21m European Solidarity Financing Fund for Africa Launched
The European Solidarity Financing Fund for Africa (FEFISOL, in French) has been launched with the equivalent of USD 21.6 million in funding to be directed in local currency to microfinance institutions, organizations of organic food producers and others involved in fair trade. There are uncanny parallels between the microfinance markets and the macroeconomic juncture at which we find ourselves. The microfinance markets that are still growing quickly (let's call them, for the sake of analogy, "emerging microfinance markets") are at some risk of overheating, but can handle current levels of leverage and continued inefficiency in the near term. By padding margins, their growth can support reasonable, though high, debt ratios. However, they should be warned to start planning for worse times, lest the fate of mature markets fall upon them.
On the other hand, more mature microfinance markets (let's call these the "developed microfinance markets") are stuck. After many good years, a number of both emerging-and developed-market MFIs have relaxed their "fiscal" prudence, focusing instead on growing themselves out of inefficiencies. Now, the loan portfolio growth of MFIs is down from an average 44 percent year-on-year in 2007 (based on my back-ofthe-envelope calculations using Microfinance Information Exchange data for those institutions that report portfolio data since 2006 or earlier)
to about 21 percent in 2010. Much like with the US economy, slower growth will make it harder to hide inefficiencies. These averages mask the fact that 17 percent of this same sample experienced negative portfolio growth in 2010. Those institutions are the Greece and Spain of microfinance! Before any suspicions run wild that I am a Tea Party aficionada who believes cost cutting the answer to all ills, I would like to make one last parallel. I agree with Mohamed El-Erian, CEO of Pacific Investment Management Company (PIMCO), who has critiqued the recent budget deal in the US, noting: "When you look at the debt burden, there is a numerator and a denominator. We may end up creating so much damage to the denominator, which is growth of GDP, that what we do in the numerator, reducing the debt, may end up being insufficient." Spending on programs that boost productivity can stimulate and strengthen an economy in the long run. I think there is a controversial, yet interesting, parallel here with microfinance. I have noted more than once that current microfinance practices often don't support microenterprise growth on their own and that, to grow beyond the subsistence level, smaller (usually women-run) businesses need additional help in the form of training, market access and new financial products and services. All these things cost money, yet can help an MFI grow its portfolio by increasing client loyalty, reducing desertion and growing clients' businesses so that they can borrow larger amounts sustainably. The trick, as any developed-country elected official can tell you these days, is finding the money when times are tough! 
